Introduction
We see online education as having several advantages that will help shape the future of the higher education industry:
1. Leverage of the best professors and content creators teaching more students. 
Greater incentive to invest in quality
improvements when the size of the market increases.
6. Feedback from interactive systems will be more immediate and more informative (Skinner 1958 works.
An eighth advantage follows from the first seven:
8. Online education will reduce the cost and increase the (price-adjusted) quality of some kinds of education (Tabarrok 2012) .
Furthermore as more of the value of a course comes from software and less from live teaching, productivity will improve, thus removing the cost disease.
The broader context here is that thirty percent of students already take at least one online or hybrid class. Furthermore many students or potential students live abroad, work, or are raising children and they appreciate the flexibility of online learning. courses. Yet the per-student cost of these adjuncts is already relatively low, so in terms of lowering costs the small enrollment upperlevel courses may be another growth area, especially when the same course is taught at multiple universities. In these cases the expensive full professor may be replaced by a standardized online package, supplemented by teaching assistants. There also will be online education for classes which might otherwise not be offered at all, such as history of economic thought. Finally in hybrid models students do much of the work online but meet with a professor or adjunct on a periodic basis.
We now turn to the likely structure, conduct and performance of the online components of the education sector.
Endogenous Fixed Costs
Online teaching reduces the marginal cost of As with online courses, video games have low marginal costs and high fixed costs. Most importantly, the fixed costs of video games are endogenous. Shaked and Sutton (1987) and Sutton (2001) show that when quality is primarily vertical, meaning that there is a measure of quality such that all consumers agree that higher quality is more preferred, then increased market size does not result in 
